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FOREWORD ' :
. . ' . / )
BUYING ON CREDIT has been prepared to provide ‘ :
students with basig information on how to buy on credit — “Buy now and
.+ pay later.”"Tt gives the student the sense of establishing credit capacity:
" developing a spending plan based on individual needs, values and goals,
and income. The students should be made awargtgf the need to manage
congymer .credit dollars. They should be able to decide/when. to use credit
and when not to. They must be told that when shopping for credit, they
P  should look for the best plan to ‘meet their’ individual needs and
requitements. This involves analyzing ~ financial sltuanons in terms of
money earned and expenses that must be met. :
In view of the particular needs of the students for whom
this’ manual has been written, the lessons contained herein have been -

carefully written for ease of regding and comprehension.
v -

Raymond F. Pieslak




\ . -
/
! }
TI.\BLE OF CONTENTS .
) -
. - . . : Pa;ge
Unit 1 — Buying Things on Credit A
Lesson 1 — The Meaning of Credit . .. . . . . . ... .. ... 1
Lesson 2 — Why Buy on Credit? . . . . .. .. e e 3.
Lesson 3 — Charge Accounts . . .« .« « o v v oo e e e 5
Lesson 4 — Other Store@rédit Plans™ . . . . ... . +—= . . . . .. 7 v
Lesson 5 —Credit Cards . . . . . . [. . . . . e e . ..9
. ) < -,
Lesson 6 %+ Statement of Account . . . . . o . 3 ...... 11
Lesson 7 4 Buying on Installments . . . . . . ... ... ... 14
Lesson 8/— Cost of Installmént-Plan Buying . . . . . .. .. .. 17
Unit Il — Leans ‘
* Lessol — Loans . . . . .« « ¢« « v v v 0 v e ST A 19 )
g Lessof g — Cost of Loans . . . ¢ . ..« o oo vt . 21 5
. Lesso 3—-MoreAboutL6ans............I(./...23,
Lessoml\4 -% Installment Loans . . . . . . « . .« v v . . . . ‘. 25 &
/
: <
i
}
N |
- - h \‘:
)
6 - % "




|
BUYING THINGS ON CREDIT

UNIT

./p

DOWN + 810+

3 10-9°

MONTH Suys s

ity

v
(N A




& L)
! © ) R
¢ ‘ ' <
" UNIT I — BUYING THINGS ON CREDIT
N
D ) "
g 8
*The Meaning of Credit - R \ ' Lesson 1

A
-

INFORMATION: Buying on ctedit means buying now and promising to pay at some -
time in the future. Anyone who buys on credit is known as a credit
customer or debtor., Anyone who sells on credit is known as a .
R . creditor: A business that buys and sells on credit is both a debtor and \/\
/ a creditor. A debtor ‘must pay for what he buys just as -surely- as
£V someone who buys for cash; but he pays later, not at the time the
purchase is made. :
Every year billions of dollars’ worth of goods and services are bm;?'lt
- on crédit. by people, by businessmen, by governinent, and by other
organizations.
‘Credit makes it possible for persons to enjoy many high-priced things
while paying for them. Because of credit, few people now wait until
* they have the full amdunt of cash befare buying something. The use
of credit increases the number of “Business transactions. Few
businesses could operate without the use of credit. ‘ A

1. Before business will give credit to a customer, it must consider (think
algbut) the thre/e C’s,of credit. -

~ > 2. The first is Character. R

' A merchant will try to find out if the customer has a good

reputation for paying hﬁ bills when they become due. A merchant

will not ask a person waﬁl wants credit if he pays his bills on time,
but he will ask for the narhes of other companies where the clistomer
has bought on credit. The merchant can then find out from these
businesses whether the person pays his bills on time.

I’




3. The second is Capacnty .
Capacny is another name¢ for ablhty — will the customer be able to
pay his bills? What is the person’s income? Is the customer’s income
large enough so that he can continue to pay his bills on time? If his
income is too small, it may not be wise to give him'additional credit
even though he has had credit beforefbecause he may not be able to

payll his bills. ‘ ’

4. The third is Capital. p : oo ' ,

- How much does the customer own? Capital is the money and _
property owned by a person. If a person owns the house he lives in, - .

that house is. part of his capital. Doeg a person have a checking
account and a savings account? Knowing that the ‘custorher has

capital is a good way of making sure that he will be able to pay his
bills.

B v]

5. There are credit bureaus which keep files on all the people in am aréa

: who have used credit. Their information is used by merchants who
are deciding whether to allow a customer to buy on credit. These

_files contain facts about a person’s capital, earn'mgs. an"d how

promptly he has paid his bills in the past.
A merchant can get the answers to his questions about a customer by
checking with-a credit bureau. ,
When a person moves to a new area, the credit record will follow him
as soon as he asks someone for credit-in his new area.

VOCABULARY:

debtor (DET—er) — a person who owes money to someone

creditor (CRED—i—ter) — a person or organization to whom money is owed

transaction (trans—AK—shun) — a piece of business that includes paying for something

merchant (MER—chunt) — a person whose business is to.buy and sell goods

reputation (rep—yoo—TAY—shun)— what people think and say about i person’s behavior,
character, or work

credit bureau (BYOO~roh) — an organization that keeps credit records on people

file — a co‘l?ection of information about a person.

-

ASSIGNMENT: | - T

1. A merchant who sells on credit is known as.a , . ,

-

]
2. A charge customer is known as a

3. An organization that keeps files on people’s credit is called a / &

4,  What are the three C’s of éreQit? Explain what each means.
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UNIT 1 — BUYING THINGS ON CREDIT

/
Why Buy on Credit? ’ , ' Lesson 2

.

INFORMATION:

3.

q

°
a

Giving credit is expensive for
business. It requires a lot of
bookkeeping to keep a record
of each customer’s account. A
merchant sells on credit only
because Ke believes that by

allowing cr? he. can increase

his sales@ his profits more
than enough to pay for all the
bookkeeping.

A few merchants sell only for
cash, but most merchants
believe that their customers
expect them to offer credit.
Customers buy on credit
because: . n -

L

Buymg on credit is colvenient. S
It is easier to make/ several pur:\%wmm time to time in a
department store wit
when he gets a bill. The customer who buys on credit does not have
— to worry about carrying a lot of cash when shopping,

Credat customers may get better service than cash customers.
Iif goéds that have been bought on credit are not right, it is often
easier to exchange or return them than if they had been purchased
for cash. ) o
Al
Credit cuftomers may receive advance notice of sales.
Many stores send out notices of a sale to their credit customiers
several days before they advertise the sale in the newspapers. The
stores can do this because they have the names and the addresses of
their credit customers, but they usually have no records on cash
customers.
» .
- Buying on credit gives a person a good credit rating.
When a person buys on credit and pays his bills on time, this
information goes to a eredit bureau, and he gets a good credit
reputation. This is called a good credit rating.

the understafiding that all will be paid for
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If a person buys for cash only, he will never get a credit rating. A

good credit rating is helpful if you have to borrow money at some -

tim'e. . . ’

» t o b
5. The custowmer may be short ofcash. - = —
~ No matter how carefully you plan to spend your money, there are.

times when you may have to make an unplanned but necessary

purchase. For example, if a tire blew out on your car and you did .

not have the money to pay for a new one, you could charge it.
VOCABULARY: K - A
advance (ad—VANS) — ahead of time; ahead of others )
credit rating (RAYT—ing) — a reputation for paymng your bills — on time or not on time

. .
charge (CHAR]J) — buy something on credit
’ B
ASSIGNMENT:
1. A reputation for péying bills on time is known as a good
2. Why does a ‘merchant sell on credit?
TN . B . .
A *
3. . Give three reasons why customers buy on credit.
/
<
~ ,/

4. 1f a person always buys for cash, can he set up a credit rating? ’
. .

.




Charge Accounts.

‘ INFORMATION:

owner or manager.

The ;charge account i one
form of credit. The consumer
buys things without paying
for them, and pays the whole
amount later, when he gets a
bill from the store.

To open a charge account in
a store, you must ‘go to the
credit manager. If the store is
small, , you must see the

You will be asked to fill in
an application form for S
credit. The form will have questions about you — for example, your
name and address, thehame and address of your employer, what .
your job is, how long you have been working at your present job, the
name and address of your bank, and whether you have charge
accounts in other stores.

a
-4

When you aré¢ accepted as a charge customer, your charge account

will be opened.

You will be given a “charge plate,” which & a small metal tag. Y
charge” plate usually shows the customer’s name and address, his
account number, #nd his signature. ’ .

" b .
Each time you make a purchase on credit, you use this plate. You

give it to the salesperson and he uses it to put your name and address
on the sales glip. He asks you to sign the sales slip. The salesman then.

" compares your signature with your signature on the charge plate.

G
One copy of the sales slip will be given to you, to keep as a record
of your purchase. The other copies will be kept by the store. On
your billing date (or at the end of the month), you will receive a bill
with all your purchases listed for one month, and the total amount
due. This is called a monthly statement.

4



‘ 7. Usually if you pay the whole amount before a ceﬁln date there w1ll
. * - . benoextra lerges. Many stores allow a who]e ‘month to- pay..

- 8. It is good to have a charge account but you must use it w1$ely '
. N Many- times people will spend more thgn they can afford because it is

S -

* VOCABULARY: o S oo

SR charge account (a——KOUNT) — a ciedit plan under whlch the total ambunt due is usually

oo paid within a' month . LI : .

. " due (DYOO) ~ owed; to be paid. R *
e application form’(ap—li— KAY- shun FORM) — a papet with questions on it the‘ﬁ’%
o ~ . answer when you ask for something, like credit, or a job - e
. . oaccept (ak—SEPT) — say yes - oo . o
‘ - signature (SIG—ra~choor) — your name as you usually write it (not prmted)
: statement (STAYT-ment) — a paper telling:how much money is owed and for what it.is

. ¢ owed;a bill

“

-

B ASSIGNMENT e s

A credrt plan under wh1ch the' total agount due is usually paid within a month is
known as a . : .

. - - =

Y . . B » « 2]

» sa

. . Ao - i . .
- 2. Before you may open‘a charge account; what must you do?

.
. -

- Xy

- ) v

v * e . .
= <
o3 T you are agcepted as a charge customer, a ‘charge account will be opened, and’ you
' ““will be given a ' which is ‘'used each time you make a
o fce,m-g““‘—“a? | S A

v
: . -

ERIC ) " -

.

C S0 easy to say “charge e .
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UNIT I — BUYING THINGS ON CREDIT

Other Store Credit Plans . = ‘ ‘ ' “ ~l

-

]

INFORMATION: A credit “plan means a kmd of. U

,F_a

revolving credit plans. g

[ N

agreement we make with the store
to pay what we owe. Most
department stores and some other
stores offer several kinds of credit
plans.

stores offer

Some department

Under this plan the customer is
allowed credit up to a certain
amount. ‘

For example, if he is allowed a
credit limit of $200, he may buy
one thing for 8200, or he may
buy many cheaper things, so long as the total amoun@ due is no more
than $200. :

He then agrees to make monthly payments ’on the amount due.

He may make new purchases, if h1s unpaid balance does not go over

his credit limit.
- )

. The store makes an extra charge for thls plan It usually is 1‘/2% a

month on the unpaid balance. This is called interest,

Other names sometimes g1ven to this kmd of ctedlt plan are
personahzed budget plan, all-purpose account, or option account.
Many department stores let the customer use a charge account as a
revolving credit account. )
B o
If the customer pays the whole bill within the time limit (25 or 30
days), there are no extra charges. But if the customer pays only part
of the amount due, then he must pay interest on the rest.

. Some merchants offe& budget plans, which spread the cost of

expensive items over 90 days (usually). This may be called a 3-pay
plan.

&
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- : Co A
: 10. The. customer charges the item and then pays for it in thrég equal
g RS payments over 3 months.'He does not have to pay any extra charges.
oy : (.. -
11. The lay-away plan is Uﬁ?‘d many times :y customers to buy gifts,
'« . clothing, or ether goods that are not needed immediately. -
12. _Un:der this plan the castomer. picks what he wants and the merchant
- saves the goods for the customer. The eustomer makes payments on
_— . : ST

\ " - R . . z 4
13. When the goods are paid for, they are given to the customer. - .
_14. -Most of the time there is no extra charge for lay-away service. -
i - S . ~ 2

" 'VOCABULARY: . | | /J

revolving credit plan (ree—VOLV—ing) — The customer buys goods up to a credit limit,
‘makes monthly payments, and is charged interest on the unpaid balance.
Tlimit (LIM—it) — the greatest amount allowed ) '
balance (BAL-ans) — the amount remaining in an account )
interest (IN—trest) — money paid for the use of someone else’s money fos a time- (
budget plan (BUDJ—it) — the customer pays for expensive items'in equal payments over
‘ ) 3 months, without paying any interest: . - - B
item (EYE—tem) — one single thing . y
lay-away plan — The merchant holds the buyer’s goods, which are given to him when
' " they have been paid for, : ‘ : '

<@

~ ASSIGNMENT = .

1. The plan where the customer buys goods up to a certain dollar limit, makes
monthly payments, and is charged interest on the unpaid balance i called a

{
' .

2. The plan where a merchant holds the goods, which are given; to the customer when
they have been paid for, is known as the .

3. The plan where the customer is given 90 days to pay for an expensive item, with no
charge for interest, is called a : :

e

4. .What is the usual interest charge each month for revolving credit plan
service? % on the balance. !
i

5. This comesto - % a year. .
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. © UNIT 1 ~'BUYING THINGS ON CREDIT o
. . " 7 N " . 4
. . &? o < ‘ ‘ : ) oo \a .
)Credit Cardg o R , o Lesson.(%'-:r.._‘
INFORMATIOPJ More and more people are using %redit cards to pay for thmgs These ' ’
S ”\3 e plastic cards thaglook fike department-store charge’cards but may -
. be used to.pay for many different things in many different places. :
\ © " They may be used to'buy goods in stores, to pay Yor motel rooms
and restaurant. .meals, to rent cars, to pay for railrodd and axrplaﬁe.‘ »
) tickets, to buy gifts and flowers, even to pay taxes in ome plages! .~ .

¢ Credit cards will be issued to people who have good credaLranngs
| There are many dlfferent kinds ?f credit cards. ’

ar

' C ' . . ' )
1. Oil companies give credit cards. These may be used at their gas
, stations all over the’ country to Buy gas, oil, tires, other goods, and

for repairs. They are issued free of charge

2. Credit cards are issued by airlines, motels car-rental companies, and
- so on. These can be used instead of cash for these particular uses.
They are also free. .

( 3. Cards are issued by some companies for use mostly during travel, to
pay hotel and restaurant bills. Some popular cards are American

‘Express, Carte Blanche, and Diners Club. The user pays for these

cards.

4. The restaurants and hotels and motels get, the bills paid by the card

issuers, but they do not get the whole amount due. They gee 5% or

7% less than the whole amount of the bill. This is called a discount.

5. ‘The most popular cards of all are 1ssued by banks Sqme of these are
Bank Amencard Master Cha.rge, and Um-Card There are many
others.




v . -

6. The bank credit cards can be used in many stores and are also good

in many restaurants and hotels. RN
. ' : 7 ,
7. The user gets the bank cards free. The ‘merchants pay a discount of
PE about 5% to the banks when they get their money.
Ve LY

8. Every credit-card issuer sends a monthly statement to the card-holder.
It hsts all the purchase° .’md amounts paid dunng the month.

9. The card ‘holder pays na interest charges if he pqys the wh’\e amount
due within a certain number of days (usufilly about 2;)

10. If he- pays only part of the blﬂ then he must pay interest on the
~unpaid part - u.;ually 1%% a month. :

11. If a credit card is: lost or stolen, the,owner must notify the issuer at
B ~ once. Then he wﬂl not have to pay the bills if someone else uses the
card. !
4
12. It is so eagy to use credit cards that gome people find they buy.tod
many things. Then they have a hard time paying the bills. A person
must be careful not to over-spend, because with credit cards it.is very
easy to do this. .

«

VOCABULARY:

P . . NS

credit card — a small, plastic card that is good for credit in many different places .

issue (ISH-yoo) —'give out, send out — either for a payment or for free. The person or -
company that issues somethmg is an issuer (lSH—yoo—er)

discount (DIS—kount) — a part bf a payment subtracted from the whole amount

notify (NOTE—i—fy) — let someone know; inform; tell

»

ASSIGNMENT:-

1. A plastic crd that can be used to make many different purchases on credit is called

s

a

) ‘¢~
2. In most cases, the user pays for the card.

, - -

3. The stores pay the issuer about a 5% 7

| | |-
4. Each month the issuer sends the card-holder a
5. If the user does not pay the whole amount he must pay ___on the

- unpaid part. : :

6. If a credit card is lost or stolen the holder must_ . ‘the company

immediately.

10
SRRt s




: UNIT I — BUYING THINGS ON CREDIT

s Statement of Account - ’ Lesson 6

]

INFORMATION: Customers who owe on charge accounts or budget accounts. or
‘ credit-card - accounts receive a record known as a statement of

° ‘}k account or statement each month. It is not possible to send
statementi to*all customers at the end of each month. Many stores

have a way of sending thess, known a$ cycle billing. The accounts are

» y . divided alphabetically and spread throughout the month. For
y, ' example, statements for customers whose names begin with “A” to
i ‘ “F” are made out on the first 9 days of the month. Statements for
- . those customers_sthose names begin with,“G” to “Q” are made out
N . from the \0tito the 22nd days; for “R” to “V”, from the 23rd to
Y , the 28th diys; and “W” to “Z” on the 29th day. '
Q -7 - L
) ’ : NN Courtogy J C Pennay Co inc
: —JCPenney U CHARGE ACCOUNT STATEMENT \
\Jd, C PENNEY EAMPOANY, INE.
/ NOUGES c22 E5vEscs £:01 asO ACCORPANYRG
£ L‘E‘mf‘ l&:w"m mﬂt}ﬂ N AT O HESR R?S!m(ﬂﬁ StatiIne llrm.;;ﬁﬂﬂm
. 1?-@?&%-{)-6 ] 11~ ’ EITURN TS PART
. ) - . WITH YOUR PAYANT
. : Hary Saith
) f FmAng r ; 3 1234 Main Strect v
\ . e [ Hull, Illinois 62343 C
. 0 * 6. 00 . ravns naLGSS O1
o S T T . St Wiz
p \ [ WLl PERCENTAGE RATE: 815003 e
' g?cgswmwm ‘lm‘%ﬁf! o
\ N3 st EIFGRI WE3 CATt
~ 132.00 16,00 | g/3/-- 132.00 16. 00 8/
‘ R CHARGE ACCOUNT STATEMENT LT W T

1. _A statement of account shows: .
- a. The balance that was due when the last statement was mailed..
. b. The amounts charged to the customer during the month for
' _ - . mé&chandise sold to him. ' o

< o c. The*amounts credited to the customer during the month for
: , paymepts made or for goods returned to the store. ,~

d.  The balance owed. This is the balance from the previous
. statement, plus the amounts charged to the customer, and’ less:
« ~the awc;unts” credited to the customer. .
The interest (finance charge) and anyJother charges. ' :
. _ f  The smalless; amount that the customer needs°to pay — the
‘ minimum amount. *

2. any times c;oies of sales slips are mailed with the statements.

- 11
L 18

i e
< < . -
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. ' 3. A statement gives thé customer a complete ";ecord of his business-
transactions with the company. °

- 4. The customer can compare his statement with his copies of sales -
. : tickets and with his record of payments. If an error is found, the
‘ . customer should notify the merchant, so that it can be corrected.
. ~ , 5. \When payment is made, the date and the way payment wag made
: should be written on the face of the statement. If paid by check, the
number of the check should be noted. '

=
6.  All sales tickets and statemen;s shogld bL kept as a record of the
Y S transactions. , . . ’

. 7. Hereis a monthly statemgént from the credit-card department of a bank. -

o

' RANSAMERIDARL | * ooect reowimies 1o 7584634
L . .
’ ToPAY |, —_ .
YOUR ACCOUNT IS arm rLaAsE roTE MY crmcs

: RN = e i m e

. Mr, Jnhn E. Doe
[+ _00] 10.00] 10.00§{ 147 30] 456 Moin Street ) .
soaTe Anytown, U,S,A. 40001 . ~
Iz e gu-0de 71 A 04-20-11 ¥ . v
4465-121-656-T89 Asgunr .

ACCOUNT WUEEIR
Suc

SR
ALEATE RETUNN THIE CORVCOR  anD CKICK PAYACLE TO ASOVE HANID BAEX . .

Friendlv lnn . 25.60
! Pavment 40.45
| Fly Away Alrlines 65.20
) Golden Gourmet Restaurant . 20.50
. ABC Dept. Store - i 36.00

ot

t
, 1 J|
e : _ .
CRCINT ] B -
o] R | meom [ own [ maw L R - o
500 353 | 40.45 40,45 .00 .00[ 4 147.30 147.30 N
[ sccomr eame ot | TP | mnlion | oBfighe | )
- : | 445-123-456-789 .00 | 04-03-71| 04-28-71 .00 I0.00J

AcphesSl rates uced to comoute — ‘

your Financs Chesge

mnn ‘%

1 i futi of Rew Catance

SERIODIC RATE (ANlUlL'IIt(MAC! mrmn |1, SO(lR 00)}1 00(12 00)}1.25(15.00)

fwt! be mady
e Paymant Due o sweig godibens) ﬂr.n:o Cracges.

MOTICE 96 Cewerts £iCs Por IRCtamt MASTRITSH

The Fifth Third Bank, Cincinnati, Ohio

e S
.o VOCABULARY
. . 4 .
: statement of account (STAYT—ment UV a-—KOBNT) — a form sent to customers

showing a complete record of business transactions for a period, such as
. " one month ’ !

throughout (throo—-OUT) — from the beginning to the end

credit — to enter an amount (in bookkeeping) to be added to an ‘account

minimum (MlN—l—-mum) the smallest that a thing can be — minimum amount,
- minimum tempera;;ure, minimum size, and so on.

o ,,g , 7 12 . .

Aruitoxt provided by Eic:




; ¢
»
ASSIGNMENT: " . : .
1. A . of is 'a form sent to customers showing a
: S completg record of business transactions-for a certain period, such as one month.
. . ~
2. How can a customer find out whether the statement he receives is correct?
L w ‘ ——‘\ . . \ ’
"k
Va . . - "\434 .
v . v a U .
3. . What should a customer do if he finds gn.eryor on a state he receives from a _
merchant? b y .
\ . . - \
4. Why should a customer keep his’st\atemghts and sales ticke{s? }
v
i' &
v : 9
. - &
‘ , !
o
v d
. s P
~ r |
) o
. ' 1‘ e [od
¢ ) )
13 N
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URIT 1 — BUYING THINGS ON CREDIT J
o . ' .
Buying on Installments Lesson.7
\ 7 } g r
INFORMATION: In almost every newspaper you will see advertising statements such

”, «

as: “$10 down, balance on easy® payment plan”; “No money down —
name your own monthly terms”; or “Only 89 down — up to 20
months to pay.” Such advertisements make people want to buy nBw
and pay for purchases over a period of weeks, months, or even years.
Buying in this way is known as installment buying or buying on
ingtallments.

An installment account_is bpened in much the same.way as a charge ~
account, €xcept that the buyer signs a contract. . )

A

'

A written agreement covering the terms qof the purchase must be
signed by the buyer. ' )
The buyer receives the item at the time he buys, but does not owr it
until all payments have been made. b

A payment¥of a part of the purchase price is\usually made at the
time of the purchase; this is known as the down payment.

In a way, the amount that remains unpaid is.a loan from the
*merchant from whom the goods were bought.

14
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Aruitoxt provided by Eic:

F 3

' . o

.4

5. The buyer promises to make regular payments at stated times. These
payments are usually made weekly or monthly. For example, if a

-~

.total of 860 is to be paid in 12 monthly installments, $5 is paid at -

" the end of each one of the 23 months. These payments are calleq) "

installments or time payments. . Ly

6. The merchant has thé right to take back the goods if payrﬁents 2re.

not made as/4tated in the contract.

[ . . ) . M

7. Phymenté must be made.when due, because in some installment
contracts all payments come due at once if one payment is missed.

. 8. Items bought on installments are usually expensive and durable, such
%s automobiles, furniture, television sets, refrigerators, and othet

household appliances. v .
. ” . Iy

. -

9.  This is what an installment contract might look lil.:e.

s
o T, %
Selter's NEmu i e . . Contrast ¥
@ -
. .
. . ! ] :
RETAIL INSTALLMENT CONTRACT AND SECURNITY AGREEMENT
*
The undarsigned Raral cgfied Purchaser, whatkar che o7 . L.
are) purchanes frod o ﬁ’-uenmg;_z""mm NAUE —= -
snd grants to L FURCHASER'S ADDRESS : N
’ a security Interest in, subject to the terms and conditions. . N
hareot, the following destribed property. ca. STATE 2ir
‘ QuANTITY SeschPTioN AMOUKT 1. s rmee —
- " - o2 LESS: CASH DOWN PAYMERT | F—
— 3. TRABCIN —_ ~
~s ’ "4 fFTOTAL DOWN PAYMENT 3
— 5, UNPAIDBALANCEOF CASHPRICE | § o
6. OTHER CHARGES:
- [
" P
] . N 7. AMOUNT FINANCED S - |
Bescriptian of Trade-in: & FIRANCE CHARGE , o
: 9, TOTAL OF PAYMENTS - | JE—
- 10. DEFERRED PAYMENT PRICE(I 4640 $—— =
] 11. ANNUAL PERCENTASE RATE —_—
Sales Tax)
Total - ” Purc’§?cr hersby egrees to payto———— j
v tnsurence Agreement ¢ at their
The h of i is volunt offices shown above the “TOTAL OF PAYMENTS"
L b G L3 y
and not required for credit.___ (Type of lns. ’"?,‘f'" above i(';inal Tf:;hg ‘:s""m'"" °:
ingsurance Coverage is available at a cost of n S B ]
- X the Wlnsullment being payabls
$—————forthoterm of credit. 19 and 8l subsequent install on th J
« 1desire insurance coverage same day of each consecutive monti unti paid in
Signed__ Date. full, Tha finance charge epplies from:__(Datw)
1 do not desire insurance cgverage “
Signed, Date__ Signed
Matice to Buyer: Ycu ars entitied £5 & copy oi‘ the contrazt you aign. You have the right to Cay in advance the unpsid
baisnce of this contract and chialn @ partial refund of the finance charge based on the “Actusrial Methad.” [Any other
msthod of computaticn mey be 8o I€sntiflag, for example, “Rule of 76's,” “Sum of the Digits.” otc)
@ .

15




VOCABULARY
/ ﬂ' .

“installment buymg (m——STAWL—ment BY—mg) - buymg goods and promising to make
. .+ - weekly or monthly payments for them. °

contract (KON—tract) — a written agreement to do a certain thing. A contract ﬁas the

force of law

terms — all the details that are included in an agreemeng

down payment — the part of the purchase price that is paid at the time of buymg

state — to say or write exactly what is meant .

durable {DOOR —3-bl) — lasting a long time . t o,
.appliance (a~PLY-3ns) —a large tool that uses elecmcnty or gas ’
- ASSIGNMENT: ' ' . .
17 Buying goods and promlsmg to make weekly or monthly payments for them is
known' as’ : buymg : _ ‘

"2.  The written agreement signed by a customer buying on the installment plan is called
A o . M .

. — . | Y
3. /The pari: of the purchase price paid at the time of Buyix{g is called the
. Sy
St o °
. 4. If you make a purchase oy the installment plan, when do you receive the article
. purchased? '

LY
-t

. 4
5. List some Stems that consumers buy on, the inséxllment plan.
6. What can happen to goods bought on the stal]men‘:?plan if the buyer does not make
the payments he agreed to make"‘ ° : -




- - bt
\ i T o (
' . UNITI - BUYING THINGS ON CREDIT
- W -
Cost of Installment Plan buymg N S > Lesson 8
/
. INFORMATION: Why do installment purchases cost more than cash purchases? e

The merchant has the expense of collecting ‘the buyers moncy in
small amounts and of recording the payments.

e 4 borrowing money. You are really using the merchant’s money. If you
" had paid cash, he gould have put money in the bank and received
interest on it. Or he could have used it in some other way to earn
more money. He has the right to receive interest on his money.

1.  You should know how much wextra- you are paying for being able to

buy on the installment plan.

2. For example, a television ‘set may cost $184 — that is, if you are
paying cash.. The same television set on the installment plan may be

v $204, with a down payment of $24 and 10 months to. pay the
balance. x\

3. Ae installment price of the television set is . ........ e ., $204.

The cash price of the television setis ........ ﬁ ....... 184.

The amount paxd for installment creditis. ....... . e ... 8 20.

This extra money that you pay is usually called the carrying charge.

N

Also, wherr you buy on ‘the instdlment plan, you are really




* /
. 4. If the installment price of the television set is $204 and you made a
down payment of $24, you have borrowed $180 from the television
> store. You will pay a carrying charge of $20.
v, V,\ . R . ,
VOCABULARY: ¢t .

w - 2 » ' _j
carrying charge (KAR-ri—ing CHAR]) — an extra charge to cover interest and the cost
‘ of record-keeping

@

T o
N

ASSIGNMENT:

N

1

1. If a washing machine installment-purchase price is $240, with a down payment of
. $30, hqw much is each payment if it is to be paid for in 6 payments?
» » ' . ~ a-
2. If the instaliment-purchase price of a radio is $75, and it.is to be paid for-in 10
. months with no down payment, how much would you have to pay each month?

o

R
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UNIT II — LOANS .

Lesson 1

. INFORMATION: People borrow money in order to pay for many kinds of goods and

services. They borrow money. to pay for houses, automobiles, hospital
bills, and many other things. People may borrow money so that they
can buy now instead of waiting for months or years until they have.
saved enough to make the. purchase for cash. They would rather
borrow the money than buy the item on the installment plan.

SRS \
1. Consumers may get loans at banks, finance companies, savings and

loan companies, or credit unions. e

-2. "All of these organizations make a busitiess of lendin‘g-ﬂj;r.ivbvr’iey’. They
charge interest on the loan. e '

3. These companies are willing to make Joans to peoplé whom they
trust to repay the amount borrowed.

ra

4. When a person ows money, he must give a written promise to
repay it at a c¢ftain time. A written promise of this kind is cdlled a
4 promissory notg. '

5. A promissory note may be in the form of a letter, or a printed paper
" that gives the necessary information. ’

$ 250.00 ) Trenton, N. J., : December 5, ]9:
_ Ninety days after date_L__promise to pay to|
the order of =~ JUS Mildred Lender - - - - - - == - s oo oo s oo !
Two hundred ffty and ROJ100 - - =+ - <<=~ =sscomemnsoaocsacsas Dollars
at People’sTl;ustCO --------------- “i-t-ceecccoitieeecmesecc-
Value recerved o S P
No._ 72 Dye_ Mays, - ﬂa””"‘,"’ Derrote

6. A person with a good credit rating may be able to horrow money by
just signing a note. Loans of "this kind are sometimes called signature -
loans. )

7. If a person does not have a very good credit rating, the signai:ure of a
second person may be demanded on a note. The second person is
called a Cosigner or co-maker. If the person who received the loan
does not pay back as promised, then the cosigner must pay it.




' / 8. In many cases the borrower of money wxll be asked to offer some
kind of security ta make sure that the money will be paid back.

9. If the borrower .owns an automobile, a savings ‘account, stocks or *
@ bonds, or other property of value, he may ‘be able to offer it as
’ ' security.
10. A borrower who has _no property to offer as security may sign an
‘agreement that gives -the lender a right to collect part of the
borrower’s wages if the loan is not paid when it is due.

VOCABULARY :

finance company (ﬁ NANS KUM—pa—-m) - a company whu;h makes small loans to
people ‘ e

credxt union (YOON-—yun) ~a k:md of bank for people who are workers in the same «
business, or. members of the’ same union, or church, or club, etc. The
piirpose is to help the members save money ‘and to lend" money to those
members who need to borrow. - .

promlssory note (PROM—i—so—ree) — a written prormse to ‘repay borrowed money at a- .

certain time .

c031gner (KO——S]NE-—er) — a person who promlses to pay a note 1f the borrower does not
pay it ‘

~ security (si—-KYUR—i—tee) — something of value given as a promlse that a person will
| pay back a.loan , .
kY
ASSIGNMENT:
1. A written promise to pay back borrowed money at a certain time is a_ s

R

(
2. Whe'r; a second person signs a note, he is called a
3. What can be offered as security for a loan?

4. What is a signature loan?

5. When you borrow money you must pay back the amount of the loan plus
28 .
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" < UNIT I1-LOANS

L

Cost of Loans Lesson 2
L ] y
INFORMATION: The amount of money paid for the use of somgdné else’s money is

called interest. If a person has money in a savings account in a bank,
the bank will pay him interest for the use of his money. But if he
borrows money from the bank, then he must pay interest to the
bank for the use of the bank’s money. .

The ‘ariount of interest depends on the amount of money borrowed, *
the amount of time for which it is borrowed, and the rate of interest
he is charged. :

«

. Thé amount a.person borrows is called the principal.

. Interest is expressed as a certain part of a dollar. Thls part of a

dollar, or percent, is called the rate of interest.
P

For example, an interest rate of 6% means that 6 cents must be paid
for every‘;do]la.r borrowed.

An annua] rate of interest means the interest rate for one whole year.
For example, if $100 is borrowed for 1 year at an annual rate of 5%,
then the interest will be 5 cents for each dollar, or $5 for the $100.

. If a person borrows $100 at a rate of 6% for 1 year, he must pay

back the $100 plus 6% interest.
If the money js borrowed for 2 years, he pays twice as much mterest,
or $12; for 3 years, he pays $18; and so on.

Principal X Rate X Number of years = Interest

. When figuring interest, you must change the percent rate to a decimal

fraction.

For example: .
$200 borrowed at 6% for 1 year = $200 x .06 x 1 - $12.00
$500 borrowed at 5% for 2 years = $500 x .05 x 2 = $50.00
$750 borrowed at 8% for 3 years = $750 x .08 x 3 = $180.00

If money is borrowed for less than one year, the amount of mterest
is figured on the fractional part of the year. A month is one twslfth .
(1/12) of a year.

Principal x Rate x M&I“—zthl—_ = Interest B >

21
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8. Fos example: ot
$200 borrowed at 6% for 1 month ’é $200 x .06 x 1/12 = $1.00
$480 bdrrowed at 5% for 2 months = 8480 x .05 x 2/12 = $4.00
$900 borrowed at 8% for 3 months = $900 x .04 x 3/12 = $18.00

9. When a loan is made for a certain number of days, such as 30 days,
60 days, or 90 days, the interest is figured by dayé. We usually use
360 days as a year.

So 30 days = 30/360, 60 days = 60/360 etc.

IR Days - R
Pnnc#pal x Rate X ——1—360 Interest »

+«< 10. For example:

8500 borrowed at 6% for 60 days — $500 x 06 x 60/360 = $5.00
$800 borrowed at 4% for 90 days — $800 x .04 x 90/360 = §8.00

&

o .
B

VOCABULARY:’
. .

interest (IN—trest) — amount of money paid for the use of someone else’s money for a
certain amount of time .

principal (PRIN—si—pl) — amount of money borrowed ﬂ'\ S

.rate — percent; number of cents on each dollar ‘

.

a

annual (AN—yoo—al) — for each year, yearly

e ! [

Ass’fGNMENT:

1. The ampunﬂt of money borrowed is called the

L t
'

2. The amount paid for the use of money is called

3. If you borrowed $200 at 6% for 1 ye'aa.rv how much interest would you pay?

4, 1If you borrowed $500 for 2 years at % interest, how much interest would you
pay" a

5. If you borrowedv $400 at 8% for. one-half year, hoa’V much interest would you pay?

A3

‘ -




UNIT 11 - LOANS E \

‘ Mo;g About Loans . Legsbn 3

INFORMATION: The .da;e on which a note is due and must be paid is called the due -
~ date or date of maturity. ‘ ’

=4

.

1. When the time of the note is stated in months, the date of maturity
is the same day of the month as the day of the note.

2. For example, if a note for 1 month’s time is dated March 15, it
. would be due April 15. If a note dated March 15 is for 2 months’
time, it would ‘be due May 15. QD '
v “ i ) P! ‘
3. When the time of a note is given in days, the exact number of days
~ must be counted to g‘Ed the date of maturity. .

4. The first day is not counted and the last day is counted. For
example, if a promissory note is dated March-15 and: isdue in 90
- v days, on what day is it due? - :

-

A
16 days remaining in March
30 days in April

31 days in May c -
. 13 days needed in June to make 90 days
. 90 days \
~ The due date is ]urlle 13. "

TN ' : eebs . ) )
5. When money is borrowed from a bank, interest is sometimes
subtracted from the amount borrowed at ‘the time the loan is made.
Interest paid in,advange in.this way is known as discount.

.6. The borrower does not actually seceive the full amount given on the
note he signs; he receives the amount of the note less the discount.

N The amount that the borrower receives is called the proceeds. .
..~ 7. The note itself is called a discounted note. .
' 8. For example, if you borrowed $1,000 with the promise to pay this
amount in' 60 days at 6% interest, you would receive $990.
Thg-amount on the note (principal)” - $1,000 B
The discount (interest on $1,000 at . ~ :
6% for 60 days, subtracted in advance) - 10
- The proceeds (amount you would receive) § 990
) You would haveé to pay back $1000. "
y 23 .
’ !
L
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9. Instead of su'btracting a discount, sometimes the amount of interest is
added to the amount borrowed, and the borrower s,;ii:gns a note for -
the total. :

10. For example, if you borrowed $1,200 for 60 days at 8%, it would

work tlfis way: . ’ .,
\ Amountborrowed . . . . . . . ..o .. $1,200
Interest at 8% for 60days . . . . . . . PP 16

_ The amount on the note you would sign would be $1,216

e

) | ~

VOCABULARY:

date of maturity (ma—CHUR—p—tee) — the date on which a note comes due and should
‘ be paid @ :

discount (DISS—kount) — interest gubtracted in advance from the total amount borrowed

proceeds (PROH—seedz) — the amount of money received by a borrower after the

discount is subtracted from the principal

0

.. »
' ASSIGNMENT:
1. The date on which a note comes due and must be paid is cal{ed the date of

2. - Interest subtracted in advance from the total amount borrowed is called

3. The iamount of money, received by a borrower after the discount is subtracted from
the principal is knowiy as the

(4
&>

)
)

4. 'If a note dated Januaty 15 is due in 1 month, on what day is it due? -~ -
) . 4 ' . LS ‘-
5. If a note dated April 1’)5 is due in 90 days, on&rvhat'day is it due?

24
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UNIT.Il — LOANS

Installment Loans

. . - Lesson 4

INFORMATION:

—

Many people find it hard to pay back a loan in 6 months or in 1
year. For example, if a person borrowed $500 for 6 months at 8%
interest, he might find it hard to save the $520 needed to pay back
the loan at the end of the 6 months. :
Ta, make paying a‘loan easier, lenders often arraﬁge for the payments
of pripcipal and interest to be made in weekly or monthly payments,

‘ca]led Iﬁatallments Such a loan is ca]led an mstallment loan.

. Banks, ﬁnante c«)mpaiﬁe@,ﬁ;r credit unions, and'other organizationg
_ offer installmgntipans.

If monéy is borrowed from a bank on the installment plan, the

" interest is usually added to the amount of the loan, and the borrower

signs a note for the total amount.

. For example, if Marie Jackson borrows $100 at 8% for one year, she

ay sign a note for $108, which is $100 plus $8 interest. Since she
will pay it back in ong year, that will be 12 monthly installments.
Each’ installment is $9. ($108 divided by 12 payments = $9 each
month).

. Marie is not ‘paying an annual interest rate of 8%. She is actually

paying almost 15%! The reason is that she does not have the use of
the full $100 for a whole year. Each month she pays some of it
back. That is why the. true annual interest rate ig much more than

| 8%.

Small-loan c'ompanies (finance companies) make loans up to $500

‘and in some cases up to $1,000. They will often lend money to

people who do not have the best credit ratings.

. These companies, however, charge higher interest rates on their loans

than other lenders. Sometimes they also add a service charge to the
interest charge.

Small-loan companies charge an interest rate each month on the ,
unpald balance until the loan is paid in full. ;

25 : PR
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8. For example, Jeffry Jackson barrowed $100 from a smallloan ~
company and agréed to make payments of $20 a month plus 2%% ‘

" each month™on the unpaid balance until the loan was paid in full. v
. _The-payments would be as follows:
At the The unpaid Interest to * ~ Monthly Total
end of this balance be paid on - payment to be Monthly
month was: the balance was: made on principal Payment
First $100 * © $2.50 $20 , $22.50
Second 80 2,00 . 20 22.00
Third 60 - 1.50 . 20 21.50
Fourth = 40 1.00 .20 21.00
Fifth 20 /. .50 20 20.50
0 * "$7.50 $100 $107.50

9. In this plan the total amount paid each month is not the same
because the amount of interest charged on each unpaid balance
becomes less.

10. It looks as if ]effry is paying a small amount of interest ($7 50) for a
loan of $100. But he had the use of the full $100 for only 1 month. i
He had the use of $80 for the néxt month. He had the use of 860
for the next month. And so on.

» 11. The true armual interest rate that Jeffry paid was actually 30% (2%%
pef month x 12 months in 1 year). .

2. a person who needs to borrow money should try to find out where

 he can get a loan at the cheapest rate. By law a person must be told

b ’ . the true annual rate. If a person has a good credit rating, he should
' try a bank or credit umon rathér than a finance company.

!E TUIL DISCLOSURE GF TERMS OF A CREDIT UNION LOAN j
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e w v D YN | - o e e
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. VOCABULARY: ~ | " o

installment loan (in—STAWL—ment LOHN) — a loan paid back in weéﬁly or month]y
payments

service charge (SER-viss—CHAHR])— acharge, other than interest, sometimes added to
the amount borrowed

unpaid balance (un—PAYD BAL—enss) — an amount not yet paid back to'the lender

ASSIGNMENT:
‘1. A loan paid back in week]y.or monthly payme;lts is called an
loan. -
2. The amount that has not yet been paid back to the lender is the / “

&
3. A charge, other than interest, sometimes added to the amount borrowed is called
a ‘ charge.

4, Exp]ain how an installment loan is.different from a regular loan.

5. -Where can you get an installment loan?

) | Y

- 6. Most revolvmg credit p]ans charge 1%%. a month on the unpaid balance. What is the
true annual interest rate? >

27
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